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OFFICIAL STATEMENT DATED FEBRUARY §, 2017

NEW ISSUE, BOOK-ENTRY ONLY Moody's Rating: Aal
(See “RATING™)

£103,130,000
STATE OF WASHINGTON

CERTIFICATES OF PARTICIPATION, SERIES 2017A
(STATE AND LOCAL AGENCY REAL AND PERSONAL PROPERTY)

Dated: Date of Initial Delivery Due: July 1, as shown on page i hereof

The State of Washmgton Certificatas of Participation, Sertes 2017A (State and Loecal Agency Real and Personal Property) (the
“Certificates™) are bemg executed and delrvered by the Trustee pursuant to a Trust Agreement among the Trustee, the Stats of
Washmngton (the “State’) and the Washington Finance Officers Association (the “Corporation™), a Washington nonprofit
corporation. The Certificates evidence and represent undrvided proporfionate interests i payments to be made by the State under
Master Financing Agrsamants betwaen the Corporation and the State (the *Stata Paymants™).

The mterest represented by the Cartificates 1= payable semuannually on ezch Jamuary | and July 1, beginnmg Jamuary 1, 2018,
The principal raprezentad by the Certificates is payable in the stated maturity amounts on each July 1 25 showm on paga 1.

The Cartificates are subjact to optional prepayment prior to their respectrie Principal Payment Dates. The Cerfificatas are subject
to extraordinary mandatory prepayment upon the oceurrence of certain events. Sea “THE CERTIFIC ATE &—Prepayment.™

The Cerfaficates are 1zsuable in fully registered form under a bock-entry only system, mitially registared in the name of Cede &
Co. (the “Oumar™), as owner and nominee for The Depository Tmst Company (“DTC™), Wew York, New York. DTC will act as
securities depository for the Certificates. The Certificates will be issned in denominztions of 33,000 each and any infegral
multiple thereof withm a single maturity. Prmcipal and mtersst represented by the Cerfificates are payable by the Trustes
{eurrantly 1.8, Bank National Association), to DTC, for subsequent disbursement to Beneficial Oumears of the Certificates, as
described under “THE CERTIFICATES—Eook-Entry Systam ™

The Cartificates are baing executed and delivered to finance the costs of acquisition and construction of certain real and personal
proparty for the benefit of certain State Azsncies and Local Agencias (fogether, the “Agencies™) and to pay issnance costs with
respact to the Certificates.

Statz Payment: are pavable from payments mads purswant to the Agency Financing Agresments between the State and the
applicable Agency (“Agency Payment="). The Master Financmz Apreaments and the State Apency Agreements constitute
limited oblipations of the State payabls solaly from the sources and subject to the limitations therein and do not constitate a dabt
or a general oblization of the State or 2 pladee of the faith and credit or taxing power of the Stata. Tha oblization of any State
Agency to make itz Agency Payment and the oblization of the State to make State Payments are subject to appropriation by the
Legizlature and to Executiva Order emergency reduction by the Govemor. A determmation by the Lagislatura not to appropriate
or any Executive Order reduction would not comstitute an Event of Defanlt under the Trust Azvesment the Master Finaneing
Azreements or any State Agency Finanemgz Agreement Tha cbligation of ezch Local Agency to makes s Agency Payvment 1z
secured by such zgency’s full fath and credit.

In the opinion of Certificats Counsel, umdsr existing faderal law and assuming compliancs with applicable requirements of the
Intamal Eaverue Code of 1986, as amended, that must be satizfled subsequent to the izsue date of the Cartificates, mtersst
represented by the Carbificates is excloded from gross meome for federal ncome tax purposes and is mot an item of tax
preference for purposes of the alternative minimumm tax applicable fo mdividuals. Whils mfersst reprazentad by the Cartificates
also 1z not an item of tax praference for purposes of the altematrve munmmm tax applicable to corporations, intarest represantad
by the Certificates recarvad by corporations iz takan mto account in the computation of adjusted current sammzs for purpeses of
the altamative minimm tax applicable to corporations, intsrest represented by the Certificates recerved by certam 8 corporations
mazy be subject to tax, and mftersst raprazented by the Certificates received by foreign corperations with United States branches
mazy be subject to 2 foreign branch profits t=x Receipt of mnterest represented by the Cerfificates may have other foderal tax
conzaquences for cartain taxpayvers. See “TA MATTERS™

The Cartificates are offered when, 2: and if executed and deliverad, subject to the receipt of the approving epimicn of Foster
Pepper PLLC, Ssattle, Washmszton, Certificate Counsel to the State, and certam other conditions. Certain lezal matters in
comnection with the preparation of this Official Statement will be passed upon for the State by Foster Pepper PLLC, Seattls,
Washington, as Disclosure Counsel to the State,

It 15 anticipated that the Certificates will be available for delmvary through tha facilities of DTC in Mew York, New Tork or to the
Trustee on behalf of DTC by Fast Automated Securities Transfer on or about March 2, 2017,




What is the LOCAL Program?

A A cost-effective way for Washington municipalities to finance equipment and/or real
estate projects, including property acquisition and construction of new facilities

A LOCAL financing is structured as a financing contract (lease) offered through the
Office of the State Treasurer (OST)
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City Hall Building for the City of Brier




ProgramParticipants and Leases Since 1999

Commercial Vehicles -- Buses, Fire Trucks 321 School District 268
Vehicles -- Cars & Trucks 132 Fire District 231
Real Estate Buildings/Land 99 City 220
Energy Updates & HVAC 92 County ) o 37
Road/Warehouse Vehicles -- Tractors, Forklifts 47 Park E_md R,ecr,eatlon District 16

Hospital District 15
Other 39 Metropolitan Park District 12
Machinery 28 Port District 8
Computers & Peripherals 16 Mosquito Control District 3
Communication Systems 15 Public Utility District 3
Office Equipment & Furniture 13 Housing Authority 2
Boats, Aircraft, Recreational Equipment 8 Irrigation or Reclamation District 1
Portable Buildings -- Modular classrooms, yurts 7 Library District 1
Grand Total 817 Total 817



Lease/Purchase Structuge
Certificates of Participation

A Participants enter into a financing contract (lease) with the Office of the State
Treasurer (OST)

A OST pools the various lease agreements across all LOCAL participants and packages
them as a security called a Certificate of Participation (COP)

- COP’s are similar to municipal bonds in that they are structured with regular
principal and interest payments and sold to investors

- Investors that purchase the COP are guaranteed a fixed income stream from
the lease payments throughout the life of the financing contract

A The local agency retains ownership of the property throughout the term of the
lease



LOCAL Program Detalils

A The LOCAL Program requires participants to have a general obligation pledge and
the ability to levy property taxes

A Minimum borrowing threshold of $10,000 per lease/contract

A Maximum borrowing amount is decided on a case-by-case basis, based on the
borrower’s non-voted debt capacity and ability to repay the lease

A The length of each financing contract is based upon the useful life of the asset:
- For real estate transactions, the maximum term is 25-years

- For equipment, the maximum term is determined by the Office of Financial
Management Capital Asset useful life schedule:

https://www.ofm.wa.gov/sites/default/files/public/legacy/policy/30.50.htm



https://www.ofm.wa.gov/sites/default/files/public/legacy/policy/30.50.htm

LOCAL Program Details Cont.

A Property financed on a tax-exempt basis is subject to IRS tax law restrictions
regarding private business use

When necessary, a taxable sale can be done

A Funds are generally available three times per year, in February, June and October

Some leases may qualify for a special issuance that could fall outside the
regular schedule

A local agency may also choose to participate in multiple issuances if needed



Benefitsc Low Interest Rates

A The LOCAL Program allows participants LOCAL
. Actual Interest Rates for Most Recent Sale
access to the national tax-exempt market

as of 7/9/2020
through a competitive bid process,
. . . . T Eaui t* Real Estate*

regardless of the size of their financing = dupmel Tee Tee
5 Years 0.50%
contract 6 Years 0.58%
. . , 10 Years 0.88%
A By pooling with the State’s Aa2 rated COP 15 Years L 63%

issuances, LOCAL participants are able to 20 Years 2.22%
take advantage of the State’s very low
tax-exempt interest rates

* Interest rates shown above include all financing costs. Past
interest rates do not predict future interest rates. Actual interest

- (See Ap pe q] d iX A fo rm ost rece nt rates are determined by the competitive bids received on the date
of sale.
rating report)



Benefits¢ Economies of Scale

A Local agencies participating in the LOCAL Program receive significantly reduced
issuance costs

A State agencies pay the basic fixed costs of the pooled financing program,

including: Sample

. School District
- Legal fees (bond and disclosure counsel) Sources: - School Buses

. . . . Bond Proceeds:
- Municipal advisor fees (for equipment) par Amount 41,085,897
. . Premium 80,560
- Credit rating fee $1,166,457

A Because of the pooled approach, the cost of Uses:
issuance for local agencies is limited to the Project Fund Deposits

Project Fund $1,163,752

incremental cost of their participation:

. . Delivery Date Expenses
- Escrow fees (if applicable) g P

Cost of Issuance 2,158

. . . ] Underwiter's Discount 547

- Title insurance & municipal advisor fees 2,705
(for real estate transactions)

$1,166,457

- Local agency counsel

Fees as % of Proceeds 0.23%




Benefitsc Administration

A The LOCAL Program is user friendly, as OST manages all technical aspects of the
program, including:

General administration
Structuring

COP Issuance

IRS tax law compliance

Continuing disclosure

A To reduce costs and increase efficiency, the LOCAL Program uses standardized
documents and a set repayment schedule

Lease payments are due on June 1 and December 1

A Once funds are available, proceeds can be sent directly to a participant’s vendor or
as a reimbursement to the local agency



Timeline

Preliminary LOCAL Program Timeline

Funds Available NOI & Credit
In Project Type Application Cut-Off All-Documents Cut Off Sale Date Funds Available First Payment Due
0
October '20* Real Estate July 7,202 Mid-August 2020 September 2020 October 2020 December 1, 2020
Equipment July 24, 2020
E 2,202
February '21* Rea! state November 2, 2020 Early January 2021 February 2021 February 2021 June 1, 2021
Equipment November 16, 2020
June '21* Real Estate March 1, 2021 Late April 2021 June 2021 June 2021 December 1, 2021
Equipment March 18, 2021

*All dates are tentative and subject to change; dates for future sales will be established after the current sale is completed

A OST plans to go market three times in 2020, with funds expected to be
available in February, June and October

- OST has the ability to issue additional series if the need arises

A Funds are available approximately two weeks after the sale date

10



Application Process

1. Notice of
Intent and Credit
Form

2. Form of
Reimbursement
Resolution

3. Financing

Documents

The application process takes
approximately two months from the
NOIl/credit application deadline to the
financing documents deadline

11



Application Process

1. Notice of Intent

and Credit Form

The Notice of Intent (NOI) is a standardized, non-binding agreement that notifies
OST of the local agency's intent to participate in the next financing

- It should be completed by the local agency's primary point of contact

The credit form allows OST to analyze a participant’s fiscal health and determine
compliance with credit guidelines

- The process is similar to applying for a bank loan
- The credit form and NOI are typically submitted to OST together
OST will respond to request within 2-3 weeks

Participation is dependent on OST credit approval

12



Application Process

2. Form of

Reimbursement
Resolution

A A Reimbursement Resolution allows a local agency to purchase equipment or
property in advance of being reimbursed by a financing
- OST provides a template for the local agency's governing body to enact a
reimbursement resolution
- This provides the participant with flexibility to purchase equipment or
property independent of the financing schedule

A The reimbursement resolution must be passed by the participant’s governing body
either before purchasing the equipment or property or no later than 60 days after
the purchase date

A The reimbursement resolution due date depends on the timing of the equipment
or property purchase

13



Application Process

3. Financing

Documents

A This portion of the process is the most document intensive with the major financing
documents including:

- Authorizing Resolution (prepared by OST, completed and passed by governing
body)

- Financing Contract & Site Lease (prepared by OST, completed and signed by
authorized local agency representatives)

- Tax Certificate (prepared by OST, completed and signed by authorized local
agency representative)

A See Appendix B for full list of documents

A OST requires two original copies of each document prior to document due date

14



Appendix A

15
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Appendix B, Financing Documents

Note: OST prepares all documents, to be filled out and completed by Local Agency
A Financing Documents
1. Form of Reimbursement Resolution
Authorizing Resolution/Ordinance
Local Agency Financing Contract and Financing Memo
Local Agency Site Lease and Site Lease Memo (Real Estate Only)

Tax Certificate

o v W

Opinion of Local Agency Counsel
7. Escrow Letter
A Certificates
- Certificate of Authorizing Resolution/Ordinance
- Certificate Designating Authorized Agency Representatives
- Certificate of Incumbency
A Other
- Construction Contract (Real Estate Only)
- Evidence of Property Insurance (due after purchase of property)

- Title Insurance Policy (Real Estate Only) 18



